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the general public, either to the gold standard itself or to those in
America who had adopted it on such arbitrary terms. Every west-
ward-bound Atlantic steamer sailed with its strong-room crammed
with bullion. Specially chartered aeroplanes flew across the Channel
from Paris and Amsterdam with gold for shipment from Southampton
or Plymouth. Within a fortnight £45,000,000 of gold had been
despatched from Europe and India for sale to the United States
Treasury.1 By the end of February the dollar had fallen to approxi-
mately its gold import point; further depreciation seemed unlikely
in view of the continued return of capital and the commercial under-
valuation of the dollar.
It was openly hinted by Mr. Morgenthaxi himself that one of the
main purposes of the $2,000,000,000 stabilization fund was to com-
bat the British authorities in their supposed use of the Exchange
Equalization Account to keep the pound under-valued. If, however,
that were indeed the policy of the British authorities (an allegation
that was flatly denied), no better plan could have been devised for
furthering it than the American return to gold at an artificially
low rate of exchange. The profit obtainable on the sale of gold to
New York caused money to flow from the pound into the franc and
other currencies with which gold could be freely bought at mint
rates. Hence the pound depreciated against the franc and the price
of gold in London rose sharply. This movement was checked but
not reversed by the fears concerning the future of the franc that were
raised by the Paris rioting on the 6th and 7th February, 1034. A frantic
boom in gold shares in London and Johannesburg was the natural
consequence. At the end of three weeks the dollar had fallen by
4 per cent, against gold currencies and by 2 per cent, against sterling;
while sterling had depreciated by 2|- per cent, against the franc, and
the London price of gold had risen by a similar proportion.
Thereafter, financial and commercial markets settled down calmly
enough to the new regime of an under-valued dollar. The inevitable
failure of American prices as a whole to rise as fast as the dollar had
depreciated threatened the World with further deflation; for American
competition would be enhanced in outside markets, while a fresh
barrier had been erected against imports into the United States.
Gold prices of commodities in fact fell by about 1-J per cent, during
the subsequent two months. There were, however, some compen-
sating forces. The NRA codes had raised industrial costs in the
1 Between the 1st February and the 9tli March, purchases of gold l>y the
Treasury totalled $593,000,000, mostly from abroad, but including alw> newly
mined American gold.

